
PART I\ 

I l E M  15 EXHIBITS, FINANCIAL STATEMEYT SCHEDULES AND REPORTS OR FOR,M 8-K 

la)( I I Financial Statements (located an pages F-1 through F-27 ofthir  reponl 

Independent Auditors' Repon 

Repon of Independent Public Acco~ntanls 

Conrolldated Balance Sheets as of December 31 2002 and 2001 

Consolidated Statements of Operations for the years ended December 3 I 2002, 
2001 and2000 

Consolidated Smtements of Stockholders' tquity for the years ended December 
.>I 2002, 2001 and 2000 

Consolidated Statements of Cash Flows for the years ended December 3 I 2002. 
2001 and2000 

- Note5 to Consolidated Financial Statements 

(all21 Financial Statement Schedules 

Repon of Independent Publrc Accountants on Financial Statement Schedule 1s 

located on page S-I  of this report 

V a l ~ a f i ~ n  and Qualifying ACCOU~IS for the years ended December 3 I .  2002 
2001 and 2000 IS located on page S-2 of this repon 

(al(3) The exhibits filed an response to Item 601 ofRegulation S-K are listed in the Exhibn 
Index staning on p a s  E-I of thm repon 

( b )  Repons on Form R-K 

Allegiance Telecom. Inc filed a Form 8-K on November 27. 2002. which 
reponed under Item 5 an amendment to ils Credit and Guaranty Agreement and 
the issuance of a press release relaring to that amendment 
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SlChATURES 

Pursuant to the requ~rcrnents of Section 13 or 15(d) ofthe Securmes Exchange Act of 1934 as amended the Regmant 
has duly caused this report to he signed on 11s behalf by the undersigned. thereunto duly authorized on Septemher 2 2003 

ALLEGIANCE TELECOM INC 

By :6 MARK B TRESNOWSKI 

Mark B Trernowski. E x e c a t i ~  Vice President Genrrol 
Counsel and S e c r m n  



INDEX TO EXHIBITS 

EXHIBIT \O DtSCRIPl IO\  

3 I Amended and Restated Certificate 01 Incorporation (mcorpaiated herein by reference to Exhibit 3 I IO 

Allegianir Telecom. Inc ' 5  Form 10-0 for the period ended June 30. 1998) 

Cenificate of Correction to Amended and Restated Certificate of Incorporation (mcoiparuted herem by 
reference lo Exhibit 3 2 to Allegiance Telecom Inc ' 5  Form IO-K for the period ended December 31 
1998) 

3 2 

3 3 Cemficale of Amendmrnl lo Amended and Restated Certificate of Incorporatm (Incorporated herein 
by reference to Enhibil4 I to 4llegiance Telecom. Inc 'P Form 10-0 for the period ended September ;0 
m o l )  

3 4 Amended and Restated By-Luua lmcorporated herein by reference to Exhibit 3 Z to Allegianir 
Telecom Inc's Form 10~0  for the period ended June 30, 1998) 

Indenture dated as of July 7 .  1998, by and between Allegiance Telecom. lnc and The Bank of Ereu 
York. as tmster (mcludmg the Form of Notes1 lmcorporated herem by reference to Exhibit 4 I ID 

Allegmnce Tulrcom Inc 's Registration Statement on Form S-l 1 s  amended Registration 
h o  333.695431 

Indenture dated as of February 3 1998. by and between Allegian~e Tele~om Inc and The Bank 01 
New York. as trustee (mcorporated herein by reference 10 Exhibit 4 2 10 Allegiance Telecam. Inc '5 
Regimation Statement on Form S-4. 8s amended Regi~tration Ero 333-49013 (the "Form S-4 
Registration Sralement"1 I 

Form of I l'l& Senior Dmount Notes (Incorporated herein by reference to Exhibit 4 3 to the Form S-4 
Registration Statement) 

Callaitral Pledge and Security Agreement. dated as of July 7. 1998. by and between Allegiance 
Telecom, Inc and The Bank of N e u  York as trustee (Incorporated herein by reference to Exhibit 4 4 Io 
Allegmnce Telecom, I ~ c  '5 Registration Statement on Form S- I .  as amended, ReglsUatlon 
No 333-69543) 

Stock Purchase Agreement. dated August 13 1997. between Allegiance Telecom LLC and Allegiance 
Telecom. Inc (Incorporated herein by reference to Exhibit 10 I to the Form S-4 Registration 
Statement) 

Termination ofBoard Voting Agreemenu, dated February 14.2003, among Allegtance Telecom. Inc . 
Royce J Holland. the Royce J Holland Family Limited Partnership. Thomas Lord (mdiwdually and on 
behalfof Brian Lord and Colln Lord). Vlctona Lord, C Dame1 Yost. Anthony Parella. FlOnlenac VI1 
L m t e d  Pannershlp. Fronlenac Masters VI1 Limited Partnership, Madison Dearborn Capital 
Panners 11, L P ,Morgan Stanley Capital Partners 111, L P ,  MSCP Ill 892 InvesIom, L P and Morgan 

4 I 

4 2 

4 3 

4 4 

10 I 

I O  2 

Stanley Capital InveStOrS. L P 

10 3 Secuntyholderr Agreement dated August 13. 1997. among Allegiance Telecom LLC, Allegiance 
Telpcom, Inc and cemm venture fund and management inve~tors (Incorporated herem by reference 10 

Exhibit 10 2 to the Form S-4 Registration Statement) 

Amended and Restated Registration Agreement. dated September 13. 1999. among certain stockholders 
and Allegiance Tslecorn, Inc (mcorporated herein by reference IO Exhibit 99 4 to Allegiance 
Telecom, Inc ' 5  Form 8-K filed with the SEC on September 22. 1999) 

10 4 
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W a n a n t  Registration Rights Agreement dated as of January 29. 1998. by and among Alleg~ance 
Telecom. In' and Morgan Stanley 
and Donaldron Lufkin & Jenrette Securities Corporation a i  initial purchasers ofthi. I liiiYo Senior 
Discount Notes (Incorporated herein by reference 10 Exhibit I O  I I IO the Form S-4 Registraiton 
Statement) 

Warrant Agreement dated Febmary -3 1998. by and beween A l l e p n c e  Tclecom Inc and The Bank 
ofNew York. as Warrant Agent (Including the form of the  Warrant Certificate1 imcorpoiated herem by 
reference to Exhibit 10 9 to the Form S-4 Registration Statement) 

Allegiance Telecom. 1°C 1997 Nonqualified Stock Option Plan (Incorporated herem by reference to 
Eyhtbit 104 tothe Form S-4 Registration Statement) 

Allegiance Telecom. Inc 1998 Stock lncenlive Plan (Incorporated herein by reference to Exhibit I O  6 10 

Allegiance Telecom Inc 'I Rrgirtrarwn Slalement on Form S-l us amended Regarratm 
No 333-534791 

First Amendment 10 the Allegiance lelecom Inc 1998 Stock Incentive Plan (Incorporated herein by 
reference to Exhibif I O  110 Allegiance Telecom. Inc 's  Form IO-K for the period ended December 31 
19981 

Second Amendment to the Allegiance Telecom, I ~ L  1998 Stock Incentive Plan (Incorporated herein by 
reference to F.xhibit I O  8 10 Allegiance Telecom, Inc 'S Form IO-K for the period ended December 31 
19991 

Third Amendment to the Allegiance Telecom. Inc 1998 Stock Incentive Plan (Incorporated herein by 
reference to Exhibit I O  9 to Allegiance Telecom Inc ' s  Form IO-K for the period ended December 31, 
LOO01 

Fourth Amendment to the Allegiancr Telecom. lnc 1998 Stock Incentive Plan (Incorporated herein by 
reference to Exh,bir 10 I O  Io Allegiance Telecom, Inc 's  Form IO-K for the penod ended December 3 I .  

Co Incorporated, Salomon Brothers Inc. Bear Steams & CO Inc 

20011 

Fifth Amendment to the Allrgmnce Telecom. Inc 1998 Stock lncenttve Plaq (Incorporated herein by 
reference to Exhibit 4 I2 to Allegiance Telecam. Inc's Form S-8 filed with the SEC on July 8, 20021 

Sixth Amendment to the Allegiance Telecom. Inc 1998 Stock lncenlive Plan 

Amended and Restated Executive Purchase Agreement. dated December 13 1999. between Allegiance 
Telecom, Inc and Royce J Holland (Incorporated herein by reference 10 Exhlblt 10 9 to Allegiance 
Telecom, Inc '5 Form IO-K for the period ended December 31, 19991 

Amended and Restated E~ecui tvr  Purchase Agreement. dated December 13. 1999, between Allegiance 
Telecom, Inc and Thomas M Lord (Incorporated herein by reference lo Exhibit I O  10 to Allegiance 
Telecom. Inc 's Form IO-K for the penod ended December 3 I, 1999) 

Amended and Restated Executive Purchase Agreement, dated December 13, 1999. between Allegiance 
Telecom. Inc and C Daniel Yost (Incorporated herein by reference 10 Exhibit I O  I I to Allegiance 
Telecom. Inc 'o Form IO-K for the period ended December 3 I 1999) 

E-2 



+I0 18 Form of  Executive Purchase Agreement among Allegiance Telreom LLC Allegiance Telecom, Inc and 
each of  cenain management in\eslom (Incorporated herein by reference to Exhibit I O  8 to the Form S-4 
Regimation Statementi 

Secured Pr~miasory Note of G Clay Myers dated December 6, 1999 and Amended and Restated Pledge 
Agreement between G Clay Myers and Allegiance Telecom Inc dated June 7.2001 lmcorparated 
herein by reference Io Exhlbtl 10 I 5  Io Allegiance Telecom Inc 's Form IO-K for the penod ended 
December31.20011 

Full Recourse Promissory Note ofAnthony J Parella dated hovrmber I 2001 and Pledge Agreement 
between Anthony J Parella and Allegfance Telecom Company \\.oddwide dated November I 2001 
(Incarporated herein by refeirnie 10 Exhibit 10 16 to Allegiance Telecom Inc's Form IO-K for the 
period ended December 31,2001 I 

Form of  Restricted Stock Agreemenl dated June 7.2002 between Allegiance Telccam, Inc and each of 
Royce Holland Dan Yost, Tom Lord, Tony Parella. Mark Tresnowski and other senior officers 

Form of Amendment h o  I to Allegiance Telecom Inc Restricted Stock Agreement dated November 5 
2002. between Allegivncc T e l r ~ o m  l n ~  and each ofRoyce Holland Dan Yast Tom Lord. Tony 
Parella. Mark Ticinowski and other senior officers 

Form of Amendment No Z to Allegiance Telecom. Inc Reslnaed Stock Agreement dated February 24 
ZOO3 betu'een Allegiance Telecom. Inc and each of Royce Holland. Dan Yost Tom Lord. Tony 
Parella, Mark Tresnowski and other senior officers 

Farm of Restricted Stock Agreement dated June 7, 2002. between Allegiance Telecom. Inc and each of 
Tony Parella, Mark Trernowski and other officers 

Form ofRertricted Stock Agreement dated June 7.2002 between Allegiance Telecom lnc and each Of 
Reed Hundt and Andrew Lipman 

Form of Amendment No I 10 Allegiance Telecom, Inc Restricted Stock Agreement dated 
September 12, 2002. between Allegiance Telecam. In< and each of  Reed Hundt. Andrew Lipman 
Tony Parella. Mark Tresnowski and other offkers 

Form ot Amendment hi0 2 to Allegiance Telecom. Inc Restricted Stock Agreement dated February 28, 
2W3, between Allegiance Telecom, Inc and each of Reed Hundl. Andrew Lipman. Tony Parella, Mark 
Tresnowski and other officers 

Form of lndemnlfieauon Agreement by and between Allegiance Telecom. Inc and 11s directors and 
officers (mcocporated herem by reference to t rh ib i t  I O  13 to the Form S- l  Registration Statementi 

Master Procurement Agreement. dated April 28, 2000 between Allegiance Telecom. Inc and Lucent 
Technologies Inc (Incorporated herein by reference to Exhcblt I O  15 to Allegiance Telecom, 1°C 'S 

Form IO-K for the period ended December 3 I, 2000) 
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Credit and Guaranly Agreement. dared February 15. 2000. among Allegiacrce Telecom. Inc , ~l legrvnce 
Telrcom Company Worldwde. cemm subsidiaries of Allegiance Telecom. Inc , various lenders 
Goldman Sachs Credit Panners L P , a Syndication Agent and Sole Lead Arranger Toronto Dommon 
(Texas) Inc, as Administratwe Agent and BankBoston N A and Morgan Sunley Senlor 
Fundmg Inc , as Co-Documentatton Agents (morporated h e r r r  by reference IO Enhibtt 10 16 IO 

Allegiance Telecom Inc 'E Form IO-K for the period ended December 31 19991 

First Amendment dated November 27.2002, among Allegiance Telecom Inc , Allegiance Telecom 
Company Worldwide cenain subsidiaries of Allegiance Telecom, Inc YBIIOUS lenders. Goldman Sachs 
Credit Partners L P .  as Syndication Agenl and Sole Lead Arranger General Elretnc Capital 
Corporation (as su~cessor In meres1 Io Toronlo Dominion (Teras) Inc I, as Administrative Agent and 
BankBoston N A and Morgan Stanley Senior Funding Inc as Co-Documentation Agents 
(mcoiporated herein by reference to Exhibit 99 2 10 Allegivnce Telecom Inc ' 5  Form 8-K filed with the 
SEC on November 27 20021 

Integrated Network Solution Purchase Agreement. between Allegiance Telecom Company Worldwide 
and Genuity Solutions Inc,  dated July 24.2000 ab amended by Amendment One lo Integrated hetworh 
Solullan Purchase Agreemen1 dated September 29.2000 Arnrndmrnl Two 10 lntegraled Network 
Solution Purchase Agreement dated December 29 2000 and Amendment Three to Integrated Network 
Soluuon Purchase Agreement dated December 31 2001 (incoiporated herein by reference to 
Exhibit 10 21 to Allegiance Telecom. I d $  Form I O - h  forthe period ended December 31 20011 

Amendment Four to Integralell Network Solution Purchase Agreement dated Augur1 21.2002 
Oncarporated herein by reference to Exhibit 10 I to Allegiance Telecum Inc 's Forni IO-Q for the 
period ended September 30 20021 

Statement Regarding Computation of Per Share Earnings (Loss1 for the year ended December 3 I, 2002 

Statement Regarding Computation of Per Share Earnings [Loss1 for the year ended Decernher 3 I, 2001 

Statement Regarding Computation of Per Share Earnings ILoss) for the year ended December 3 I. 2000 

Subsidlanes of Allegiance Telecom, Inc 

Consenl of KPMG LLP 

Power of Allorney (included in the signnture page Io this reponl 

cenif icatm of the Principal Execuuve Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 
2002 

Cen~f icarm of the Principal Financial Officer pursuanl to Section 302 of the Sarbaner-Oxley Act of 
2002 

Cen~fieation of the Chief Executive Officer pursuant to Scction 906 ofthe Sarbanes-Oxley Act of2002 
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-32 2 Cenification of the Chief Financial Ofticer pursuant 10 Section 906 of the Sarhanes-Oxley Act of 2002 

* Filed tn this Form IO-&'A All other exhihits that are not incorporated herein by reference were previously filed wnh the 
Form I O - K  filed uith the Secunties and Exchange Commission on March 31 2003 

Management contract or compeniatov plan or arrangement 
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Exhibit 23 I 

Consent of Indeprodml 4uditnrr 

The Board of Direclori 
Allegiance Telecom Inc 

We consent to incorporation by reference in the Registration Statemenls preiiously filed on Form S-8 (Nos 333.60486, 
333-46866.333-10402 333-70769.333.73453 333.86260 3 3 3 . ~ 2 0 6 ~  and on F~~ s-3 (NO 3 3 3 - 1 0 1 ~ 9 7 ) o r ~ l i ~ ~ ~ a n c r  
Telecom Inc ofour repon dared March 3 2003 ,  related lo the consolidated halance sheet o f  Allegiance Telecom Inc and 
subsidiaries ab of  December 3 I 2002 and the related consolidated statements of operations stockholders' equity and cash 
flows for the year then ended and the 2002 financial ilatement schedule uhich repan appears I" Ihe December 3 I ,  ZOU2 
annual repon on Form I O ~ K A  01 Allegiance Telrcom Inc 

Our repon includes an explnnatory paragraph that m t e s  the Company has wffered recurrmg losses from operations and 
Is dependcnt on additmnal ewernal financing to meet curreill debt repmment requirements u ,hch  raiser suhstanlml doubr 
about ability to continue as a going c u n ~ e r n  Thc consolidated financial ilaremenrs do no< include any adjustmenla thar 
mlghi result from [he OUIFO~L ofthis uncertainty 

Our repon on  thL consolidated finantla1 statements also r e f m  10 the adoption o f  the provisions of Statement of 
Fmancml Accounting Standards No 142 "Goodwill and Other Intangible Aaseti " in 2002 

KPMG LLP 

Dallas l exas  
September 1 2003 



Exhibit 31 I 

CERTlFlCATlOR 

I. Royce J Holland cenifythat 

I have rebizwed this Amendment No I to farm IO-K far the penod ended December 31 2w2 of Allegmce 
Telecom Inc 

Based on my knowledge. this report does not contain any uotruc statement ofa  material fact or omit to state n material 
fact necessdty to make the Statements made. 10 light of the CIrCUmStanCeS under which such statements were made. not 
rnirleading with respect to the period covered by this report. 

B.md on my knouledge the financial statements and othei financial information included m this report fairly present 
1x1 d11 m~ler ia l  respects the financial condition. ~esults of operattons and cash flows of the ~rg!rtrant as of and for the 
perlodr presented in thu repon 

The registrant'~ other cenifying offii~er(s) and I are responsible for ertablirhing and maintaining disclosure ~onirols and 
procedures 18s defined 8" Exchange Act Rule? 13a- I5 ( r j  and ISd-15leJ) for the registrant and have 

(a1 Deiigiied ruih disclosure cont ro l~  and procedures. or caused Such disclosure  control^ and procedures to be 
designed under our supervision to ensure that malerial intormation relating lo the registrant includmg 81s 
consolidated aubsidtaries. 15 made known to us by others uithin those entities particularly during the period m 
uhich l h i i  report ts heing prepared 

(b) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented ,n this report our 
c o n i l u ~ i o n ~  about the effeeiiveness of the disclosure ~ o n t r d ~  and procedures as of the end of the penad covered 
by this r epn  based on such e\aluation and 

( c j  Dmlosed m thli repon any change m the regrstrant's internal control over financial reponing that occurred during 
the regstrant's most recent fiscal quarter (the regmtrant's founh fiscal quarter I" the case of an annual repon) lhal 
has materially affected. or 1s reasonably likely to matenally affect, the registrant's internal control over financial 
reponing and 

The registrant's other cenifying officer(%) and I have disclosed hased on our most recent evaluation of internal control 
over financial reponmg to the registrant's auditors and the audit cornminee ofthe registrant's board ofdirectair lor 
persons performing the equivalent funct!onsl 

(a) All rignificant deficiencies and material weaknesses m !he design or operation of internal control over financial 
reponing which are reasonably likely to adversely affect the registrant's ability to record. process. summarize and 
rrport financial ~nformutmn, and 

(b) Any fraud whether or not material thnt  involve^ management or other employees who have a significanl role in 
the registrani's infernal control over financial reporting 

Date September 2.2003 / s i  ROYCE J HOLLAND 

Royce J Holland, Choirman and ChrefExecunvr Oflker 



Exhibit31 2 

CERTlFlCATlOY 

I, Thomas M Lord certify that 

I h w e  re! rewed thrs Amendment No I to Form IO-K for the period ended December 3 I, 2002 of Allegiance 
Telecom Inc 

Based an my knowledgs [his report does not contain m y  untrue statement of a mateiial fact or omit to state a material 
tact necerrary to make the Statements made. 1" light of lhe C I ~ C U ~ E ~ ~ ~ C ~ S  under whwh such statements were made. not 
misleading with respect to the period covered by lhm repon. 

Based on my knouledge the financial statements. and other financial mfoormutmn included ~n this report fairly present 
!n all material respeits the financial condttmn, results r roper at ions and cash flous af the registrant as of and for the 
periods presented m this repon 

The regirtraril'r other cenifying offiierls) and I are responsible fur establishing and maintaining disclosure controls and 
procedures (as defined 8" Exchange Act Rules 13a-IS(u) and ISd-IS(e)) for the registrant and have 

la) Designed such disclasure ~ o n t r d i  and procedures or caused such disclosure controls and procedures tu be 
designed undcr our rupenirion. 10 ensum that malerial Information relaung to the registrant including I ~ L  
consolidated suhsidlaner. IS made known to us by others within those mtmes. panieularly dunng the period m 
n'hich this repon IS being prepared. 

( h )  Evaluated the effecrivrness ofthe iegi~tmiit's disclosurr confiols and procedures and presented tn rhir report OUT 

E O ~ C ~ U S I D ~ S  abaut the effectiveness ofthe disclosure controls and procedures. as of the end of the penod covered 
by th l i  repon bared on such evaluation. and 

Dsclosed m this repon any change in the registrant's internal control over financial reponing that occurred during 
the regtstrant'r mort recent fiscal quaner (the registrant's founh fiscal quaner m the case of an annual repon) that 
has matenally affected, or 1s reasonably likely to materially affect, the registrant's infernal control over financlal 
reporting. and 

(c) 

The regtstrant's other certifying officer(s) and I h a w  disclosed based on our mo51 recent evaluation o f  internal control 
O Y ~ C  financial repontng to the registrant's auditors and the audit cornminee ofthe regiblrant's board of directors (or 
persons performing the equivalent functions1 

(a) All rlgnificant deficiencies and rnatenal weaknesses m the design 01 operatmn of internal ~ontrol aver finvnclal 
reponing which are reasonably ltkely to adversely affect the registrant's ab$lW to record. process. summarlre and 
repon financtal informanon, and 

(b) Any  fraud. whether or not matend,  that IIIYOIYCS management or other employees who have a rlgnificant role In 
rhe regerrant's internal control over financial reponing 

D.V~ Semrmber 2 2003 le.' THDMAS M I ORD 
~~ ~ 

Thomas M Lard, Execurrve Vice Prestdenr ofC0rporare 
Developmenl and ChrefFinonciol O/flm"' 



Exhibit 32 I 

SECTlOh 906 CERTlFlCATlOU 

The undersigned hereby certifies. in accordance with 18 U S C 1350. as adopted pursuant to Section 906 ofthe 
Sarbanes-Onley Act of2002, in his capaclry as an officer o f  Allegiance Telecorn. Inc (the "Company") that. to h s  
knowledge. the Annual Repon of the Company on Form IO-KIA for the penad ended December 3 I ,  2002. fully compl~es 
with the requirements o f  Section 13(al ofthe Securities Exchange Act o f  1934 and that the information contained in such 
repon fairly presents in all material reipecl~.  the financial condition and results o f  operauon of the Company 

Dated September 2 2003 

BY 8s; ROYCE J HOLLAND 

Name Royce J Holland 
Title Charrrnon ond CiirrrErectarw Olficur 



Erhibtl32 2 

SECTION 906 CERTlFlCATlOh 

The undersigned hereby cert~tiei ~n accordance wlth 18 U S C 1350 as adopted pursuvnr 10 Secrlon 906 ofthe 
Sarhanes-Oxley Act o f  2002. tn his capacity as an officer of Allegiance Telecom. lnc (the "Company"). that to his 
knowledge. the Annual Repon of the Company on Form IO-KIA for the penod ended December 3 I 2002 fully complies 
with the requirements of Section 13(a) ofthe Securities Exchange Act o f  1934 and that the information contained tn such 
repon fairly presents. in all material rerprclr the financial condition and results ofoperation ofthe Company 

Dated Scptemkr 2 2003 

BY Isl THOMAS M LORD 

Name Thomas M Lord 
rnle Erecurivr V~cr Prrrideni of Corporore Dwelopmmr 

urd ChtefFinonrioI Ullicrr 


